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Dear S i r  o r  Madam: 

W r  have cc .~s idered  yorlr applicat icn f o r  recognit ion o f  exenption from 
F e d ~ r a l  income tax  under trhe pi 'ovluio~s o f  sec t ion  501 ( c )  (3)  of t he  
Internal  Revenue Code o f  1986 and i s  applicable Income Tax 
Regulni.jons. Based on the avai lable  i n f o q a t i o n ,  we have determined 
that  you do not cualLfy fo r  the reasons s e t  f o r t h  on Enclosure 1 .  

Consi J ~ L  nrion r. given t o  wheLher you q u a l i f y  f o r  exemption v::!cr 
other S C L  bectforlr o f  sec t ion  501 ( c )  of the  Coda and we have qoncluded 
that  you do n o t .  

2- .- 

As your orgnnization has not established exemption from Federal income 
t a x ,  i t  w i l l  be necessary f3r you t o  f i l e  an annual income tax  return. 
on Form 1120. C c n t r ' ~ u c i o ~ s  t o  you are not deduct ible  under sec t ion  
170 o f  the  Code. 

I f  you are i n  agreeaient wi th  our proposed den ia l ,  please s ign and 
recurn one copy o f  t he  enclosed Form 60i8 ,  Consent t o  Proposed Adverse 
Act ion.  

Yot~ hnve rhe r ight  t o  prctest  t h i s  proposed dcterm.:qation i f  you 
he i ieve  that  i t  i s  incorrec t .  To pro te s t ,  you should submit a wr i t t en  
appeal g iv ing  the  f a c t s ,  l a v  and other information t o  support your 
pos i t ion  as explained i n  the  enclosed Publicat ion 892, "Exempt 
O r g ~ n i z a r i o r ~ s  A p p d  Procedures f o r  Unsgreed I s sues" .  The appeal must - -  

be subrnirted wi th in  30 days from the  date o f  t h i s  l e t t e r  and must 
bo signed by one o f  your princ tpal o f f i ce r ' s .  You may request  a  
hearing with a member o f  t.he o f f l c o  o f  t he  .Regional Director o f  Appeals 
when you f i l e  your appeal. I f  a  hear!ng i s  requer:ted, you w i l l  be 
contacted t o  arrange A date fo r  i t .  The heal-!.ng may be held a t  t he  - .  
Regional O f f i c e ,  o r .  i f  ,you reqrlest, a t  any mutually  convenient 
Dist .r ict  O f f i c e .  I f  you are t o  be zepresented by someone who i s  not  
one o f  your principal o f f i c e r s ,  he or  she must f i l s  a proper power o f  
artorney and otherwise qualizy  under our Conference and Practice 
Requfremer~:s as se t  f o r t h  i n  Section 601.502 o f  tho Statement o f  
Procedural Rules .  See I'reasury Department Circular No. 230. 



  

.- . 
I f  you do not protest t u s  proposed determination i n  o t h e l y  manner, 
it w i l l  be considered b&'1:1 Trlternel Revenue Service as a fa i lure  t o  - 
exhaust available administlrat~ # *  remedies. Section 7428(b) (2) o f  the  
Zntemal. Revegue Code prosides . part that:  - -- 

A declaratory judgement or decree under t h i s  section shall  
no:: be issued in  any proceeding unless the Tax Court, the  
Claims Court, or the d f o t r f c t  court of the United States  for  
the Dis tr f  c t  o f  Columbia determines that the organfzatf  on 
involved has exhausted admfnfstretive remedies available t o  
it w i  th in  the Internal Revenu,p S e i ~ f  ce.  

If we no not hear from you w f t h f n  the time speci f ied,  t h f s  w i l l  become 
our f inal  determination. In that event, appropriate State  o f f i c i a l s  
w f  11 be n o t i f  fed o f  t h f  s action f n  accordarj.ce w i  t h  the provisions o f  
section 6194 ( c )  o f  the Code!. 

-. _ _  _. 

S f  ncerely yours, 

  
  

   
D f s t r f z t  Dfrsctor 

Enc lostrres: 3 



Enclosure I 
Reasons fo r  proposed denial o f  exempt s t a t u s  

  
.. . - 

Information submftted&h your applicat ion f n d f c a t e s  t h a t  your organ- - 
i z a t i o n  was formed on   7, under A r t i c l e s  o f  Assoc fa t fon .  Your - 

.+ A r t i c l e s  o f  - Association Bta te  tha t  your purposes are: - -- - 

1 )  Fu l f f l lmon t  o f   s t a t e  law regarding "Patfents"  r i g h t s  
as  described i n  Section  o f  the   Revised Code. 

2 )  The rscomendatiorl t o  the  s ta . f f  o f     
 , ,  o f  suggested fmprovements i n  serv ices  

t o  be o f f e r e d  t c  members o f  the  assoc ia t ion .  

3)  The fos ter ing  o f  nn atmosphere o f  warmth and f r i  endliness  
f o r  the  res idents , ,  f ami l i e s ,  and s t a f f  o f   

.  

4 )  providing contact f o r  members ~f th~.-c~)mmunLty-based social  
and chari table organizations. 

5) The encouragement o f  donations, t he  proceeds o f  which 
w i l l  be used t o  provide equipment f o r  serv ices  tha t  w f l l  
d i r e c t l y  bene f i t  the  members o f  the  assoc ia t ion .  

Your organization i s  govented by o f f i c e r s  e 1 e c t e d . b ~  a majori ty  vo te  o f  
the  membership. The only requirement fo r  membership i n  your organi- 
za t ion  i s  residency a t   .  (herein-  
a f t e r  , the  "Center") .  Thero are I;O f ee s  or  dues charged. 

Your appl ica t ion  indicatebs that  your organization was o r i g i n a l l y  
designed t o  f u l f i l l  t he  goetls o f  safeguarding pat ien ts '  r i g h t s  i n  the  
Center .  You have made recommendations f o r  improv&ments i n  serv ices  t o  
the  ndministrat jon and s t a f f  o f  the  Center anti you have attempted Lo 
promote e sense o f  "connmtnity" among your menbers and t o  be a liasor; 
between local  community groups and your membt r s h f p .  

You are s e ~ k f n g  r u ~ g n i t i o n  o f  exemption from Federal iricome tax t o  
al!ow the members o f  your organization an opportunity t o  expand t h e i r  " 
capabilities as  nn organizat fon and t o  provide for themsslves equipment 
or se rv i ces  tha t  exceed those provfded by the  Center ,  You intend t o  
pr .--/lase special ized m ~ d i c a l  equi2ment tha t  i s  needed by re s iden t s  who 
ore unable t o  pay fo r  i t ,  and for  which no program funding e x i s t s .  - 
The b e n e f f t s ,  services or products o f  your organization w f l l  be l imi ted  
t o  the  present and futtrre res idents  o f  the  Center who would be members 
d f  your organizat ion.  

You expect t o  be f i naac ia l l y  supported by donations from f r i e n d s ,  
fanlily members, or  the general public .  You a l so  expect t o  conduct 
fund-rais ing  a c t i v i t i e s .  
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a 

Sect ion  501(c ) (3 )  ol>a Code provider. i n  part .  for the  exemption from - d 

Federal income tax o f  organizations organized and operated exc lus ive ly .  - --.- 

f o r  char i tab le ,  religious or. educational purposes, no part o f  the n e t  
'. earnings o?. which inures t o  'the b e n e f i t  o f  m y  pr ivate  shareholdsr o r  

ind iv idua l .  

Sec t ion  1.501 ( c )  ( 3 )  -1 ( a )  (1,) of the  Regulations s ta t ,es  t h a t  in  order t o  
qu.sl i f y  under sec t ion  501 (4:) ( 3 )  o f  the  Code, an organization must be 
b o ~ l ~  organized and  operated exc lus ive ly  f o r  one o r  more exempt 
purposes. I f  an organizar'ion f a i l s  t o  meet s i t h e r  the  organizat ional  
o r  operational t e s t ,  i t i s  no t  'exempt. 

Sec t ion  1.501 ( c )  ( 3 )  -1 ( a )  (21 3f' the Regulations s t a t e s  t h a t  t he  term 
"exempt purpose or  purposeis", means Lny p*irpose or purposes s p e c i f i e d  
i n  sec t ion  501 ( c ;  ( 3 )  o f  tho Code. - . .  

Se;ltlon 1.501 ( c )  (3 ) -1  ( b )  ( 1 )  ( 1 )  o f  t he  Regulations s t a t e s  tha t  an organ- 
i z a t l o n  Is  organized exc lus ive ly  fo r  one o r  more egen~pt purposes only  
I f  i t s  a r t i c l e s  o f  organizat!on: 

(a) L l m i t  the purj3~ses o f  such orgsnize t ion  to  one o r  nore 
exempt purposes; amd 

( h )  Do not  expressly  empower the organization t o  enga,;e, 
o therv isa  than AS an insubs tant ia l  ' p a r t  o.f i t s  
a c t i v f t f e s ,  i n  a c : t i v i t i s s  which i n  themselves are n o t  
i n  furtherance o f  one or more exempt purpo'ses. 

Sccclon 1.501 ( c )  ( 3 ) - 1  ( b )  ( 1 )  ( i v )  o f  the Re,pul.ations provides that  i n  no 
cosc shal l  An organization be considered t o  be organized e x c l u s i v e l y  
f o r  one or more exempt p u r p s o s ,  i f ,  by the  terms o f  i t s  a r t i c l e s ,  t h e  
purposes f o r  which such organization i s  created are broader than the  
pirrposes s p e c l f l  ed i n  sect ion 501 ( c )  13).  

Sec t ion  1 . 5 0 l ( c ) ( l ( c ) ( l )  o f  the Regulations s t a t e s  t h a t  an 
orgonizot ion w i l l  be regarded as  "operated exc lus f ve l y"  f o r  one o r  more 
exempt purposes only i f  t t engages primari ly  i n  a c t i v i  ti a s  which 
accomplis,+ one or more o f  such exempt purposes spec i f i ed  Ln sec t ion  
5 0 1 ( c ) ( 3 )  o f  the  Code. An lorganization w i l l  no t  be so regarded i f  more 
thsn  an insubs tant ia l  p A r t  {of i t s  ac t i v l t i _es  is not  i n  furtherance o f  
an exempt pu.rposo. 

Sec t ion  1.50.2 ( c )  ( 3 )  - 1 ( c )  ( 2 )  o f  the  R e p l a t i o n s  provides t h a t  an 
organizat ion i s  not operated exc lus i ve l y  f o r  one o r  more exempt 
purposes i f  i t s  ne t  earning:$ inure i n  whole or i n  part t o  t h e  b e n e f i t  
o f  any pr-f va t e  sharehold~ars or  indiv iduals  ( the  words " p r i v a t e  
shareholder or  ~ n d i v l d u a l "  r e f e r  t o  persons having a personal and 
pr ivate  i n t e r e s t  i n  the  a c t i v i t i e s  a f  the  organizat ion.)  
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a -- 
Sect ion  1.501 ( c )  ( 3 )  -lJ& ( 1 )  ( i i )  o f  the  Regulations provides t h a t  an 
organizat ion i s  not  organized o r  operated exc lus i ve l y  f o r  one o r  more - 

.- exempt purpgses unless  -it serves.. a public ra ther  thr:, a pr iva te  ' 

- 
-h-- 

i n t e r c d t .  . - 
Based upon the  evidence presented, it i s  our opiniodr t h a t  you do not 
q u a l i f y  . for exemption under ssc t lon  501(c)(3)  of t h e  Code b e c a u s ~  ycu 
are not  organized and oper,ated exc lus ive ly  f o r  char i table  purFoses. 
Your orgnnization i s  organized a ~ d  operated f o r  the  mutual b e n e f i t  o f  
your members. Providing serv ices  t o  your own members is not  a 
charicable a c t i v i t y  uor does i t ' s e r v s  a public fn t e res r  a s  required by 
sec t ion  1.501 ( c )  ( 3 )  - 1 ( d )  ( 1 )  (1 i )  o f  the  Regulations. 

The resollrces o f  organizat.ions described i n  sec t ion  501 ( c )  (3 )  must be 
devoted t o  a public purposra. Your a c t i v i t i e s  a l so  c o n s t f t u t e  inurement 
L O  !-he b e n e f i t  o f  private Indlv idus ls  whic%'*f> prohibited under sec t ion  
.5Ol ( c  ( 3 )  o f  the Code. 

You do not meet the  operational t e s t  because you are no t  operated 
exc lL;s ivr  'y f o r  one or  more exempt purposes spec i f l ed  i n  sec t ion  
501 ( c )  ( 3 )  o f  t h e  Code. '" 

Yo11 do not meet the organizational t e s t  because your A r t i c l e s  o f  
A s s o c i ~ t i o n  d o  not l i m i t  your purposes t o  one or  more exempt purposes 
specified i n  sec t ion  50: (cJ) (3) o f  the Code. 

Accordingly. i t  i s  he ld  tha t  you do not  q u a l i f y  f o r  exemption from 
Fcdcrr l income tax under sc?ction 501 ( c )  ( 3 )  o f  the  Code. 




